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In mid-June, two of Mexico's largest financial institutions, Grupo Obsa-Serfin and Grupo InverlatComermex, announced plans to merge, thus becoming the third largest financial group after Banacci
(Banco Nacional de Mexico, Banamex-Accival) and Bancomer (Banco de Comercio). Obsa- Serfin
and Inverlat-Comermex have combined capital of US$36 billion. The deal must still be approved by
the shareholders of the two institutions and banking regulators in the Finance Secretariat (Secretaria
de Hacienda y Credito Publico, SHCP).
Banking regulators are expected to approve the merger, since Serfin and Inverlat are both closely
aligned with the governing Institutional Revolutionary Party (PRI). According to Agustin Legorreta
Chauvet, president of Inverlat's administrative council, the two financial groups have proposed
to complete the merger by mid-August through the purchase of each other's stock. Legorreta
and Adrian Sada Gonzalez, president of Grupo Obsa-Serfin, told La Jornada daily newspaper the
merged company would be able to compete more effectively against foreign banks than would
Serfin and Inverlat as separate institutions.
The SHCP is expected to announce soon the list of foreign banks that will be allowed to initiate
operations in Mexico. "We are well aware of the competition we will be facing from foreign and
domestic institutions," said Legorreta. "By year-end 1994, we expect the number of established
domestic and foreign banks in Mexico to total 54 institutions."
Banking analysts said the mergers were inevitable, although the timing was surprising. "None of
us expected mergers to happen so soon, but it appears that the growing overdue loans situation
and increasing competition have accelerated the process," a banking analyst told El Financiero
International weekly business newspaper. On the other hand, the proposed merger runs counter to
efforts by President Carlos Salinas de Gortari's administration to increase the number of existing
banks, in order to create competition and contribute to lower interest rates.
On July 10, the SHCP authorized the creation of three new banks to serve specific geographical
regions of Mexico. The banks receiving operating permits were Banco Afirme (Monterrey),
Bansi (Guadalajara), and Banco Atoyac (Puebla). Afirme expects to serve three northern states:
Tamaulipas, Nuevo Leon, and Coahuila; while Atoyac's territory will include Chiapas, Hidalgo,
Tamaulipas, Puebla, Oaxaca, Tlaxcala, Veracruz, and Mexico states, as well as the Federal District.
Bansi will initially serve Jalisco state, but expects to eventually expand coverage to most of Mexico's
western states.
Meantime, Citibank the only foreign bank to maintain operations in Mexico in this century has
requested permission from the SHCP to form a full financial group. Citibank director Julio Quesada
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told reporters the group would comprise a full-service bank, a brokerage house, and a mortgage
lender. Quesada said the upgrade to a financial group would involve an initial investment of at least
US$300 million. Citibank, which has operated in Mexico since 1929, has branch banks in Mexico
City and Monterrey. On a related matter, Chase Manhattan Bank, the sixth largest US bank, has
confirmed that the institution has submitted an application to the SHCP to open an operation in
Mexico. Chase Manhattan official Arthur Ryan told Mexico's official news agency Notimex that the
bank hopes to have a full-service subsidiary established in Mexico as early as August if the SHCP
approves a permit by the end of July. Chase Manhattan, based in New York, is one of several US
banks to operate a representative office in Mexico, providing mostly consulting services on foreign
exchange and export-import matters. Ryan said the bank would like to provide such services as
corporate finance and direct foreign exchange.
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